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THE NEGRO IN BANKING 


I. INTRODUCTION 


Any comprehensive treatise on the Negro in Banking in 
the United States of necessity will take into account the in- 
creasing number of ‘‘free persons of color’’ who were de- 
veloping along commendable lines from 1790 to 1860. Con- 
flicting opinions as to the real economic status of these 
people during this period are found in the sources; but dis- 
passionate historians are agreed on the point that many of 
the ‘‘free persons of color’’ were engaged in occupations 
which required individual ability and skill; that as a result 
of their labors, moreover, wealth was being accumulated 
by a few, and many others were acquiring and developing 
habits of industry and thrift... Evidently they realized 
from the beginning that real progress could be made only 
by improving their economic condition. And thus they were 
found engaged in every necessary line of work, entering the 
trades and becoming successful in business. 

The sources show that as early as 1838, Negroes in vari- 
ous parts of the United States had accumulated enough 
wealth to make investments not only in United States secur- 
ities, but also to make personal loans to the less thrifty class 
of workers. Thomy Lafon, for instance, who had made 
money in the dry goods business in New Orleans ‘‘loaned his 
money at advantageous rates of interest,’’ and his business 
was so profitable that at his death he left an unusual es- 
tate valued at $413,000.2 Cyprian Ricaud, another wealthy 
Negro of this city, did a profitable real estate and brokerage 
business.* For this community, the census of 1850 also re- 

1Woodson’s The Negro in our History, Chapter XIV, pp. 243-258; Wes- 
ley’s Negro Labor in the United States, pp. 34-111. 

2 The Negro in Business and the Professions, Vol. CKXXX, p. 141, of The 


Annals American Academy of Political and Social Science. 
3 National Freedmen, Vol. I, September, 1865, pp. 266-267. 
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ports that eight mulattoes were engaged in the brokerage 
business. 

These pioneers were generally regarded as skillful trad- 
ers in money—business men of unusual ability. They in- 
spired confidence to the extent that their less thrifty fellow- 
men had an abiding faith in their business judgment and 
entrusted their earnings to the safekeeping of these success- 
ful money lenders. Banking, then, among Negroes, crude as 
it may have been, had its beginning with the pioneers who 
not only loaned their own money but also the savings of their 
fellowmen, which were entrusted to their care. 

A few Negroes of the North were doing business along 
similar lines. One Peter Vandyke,* of New York, who was 
reputed to be worth $50,000 before the Civil War, loaned a 
part of his wealth at interest to his less thrifty fellowmen. 
Stephen Smith’ of Columbia, Pennsylvania, who had accumu- 
lated wealth of $500,000, also invested and loaned funds at 
a profit. 

‘*F’ree Persons of Color’’ in other communities were also 
pioneering in the private banking field. In fact, in the 
sources is found convincing evidence that many of these 
people were successful capitalists, brokers, business men, 
and clerks before and after the Civil War. None of these 
men, however, were engaged exclusively in the private bank- 
ing business. Their business operations were many and va- 
ried—extending from the dry goods or grocery business to 
the lending and safekeeping of funds entrusted to them. 
And so we soon found them unable to serve adequately the 
many pressing needs of the 434,495 ‘‘free persons of color’’ 
who were in the United States in 1850.’ 

* National Freedmen, Vol. I, September, 1865, pp. 266-267. 

5 Ibid. 

* Senate Executive Documents No. 27, 39th Congress, 1st session, pp. 120- 


121. 
* Woodson’s The Negro in our History, p. 245. 
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II. MUTUAL AND COOPERATIVE ATTEMPTS OF NEGROES TO ESTAB- 
LISH SAVINGS INSTITUTIONS 


As Negroes increased in number and importance, discus- 
sions concerning their general economic improvement fol- 
lowed in white as well as in their own circles. As early as 
1851, a convention® was assembled in New York for the pur- 
pose of working out plans for improving the Negroes’ eco- 
nomic status. At one of the sessions was made the report 
that Negroes had in the banks of Wall Street between $40,000 
and $50,000 insavings. There were friends among the whites 
as well as the leaders in thought among the Negroes who be- 
lieved that the economic condition of the ‘‘free persons of 
eolor’’ would improve by encouraging them not only to be 
thrifty but also to establish a savings institution of their own. 
To that end a recommendation was made in this convention 
that a ‘‘mutual savings bank be established among Negroes 
to encourage savings and thrift.’ 

Much interest in the establishment of a banking institu- 
tion was also evinced in Cincinnati. Many of the Negroes of 
this city had not only accumulated wealth and purchased 
property, but also boasted of the fact that they had Negroes 
who were working as bookkeepers and bank tellers in reput- 
able business establishments.® Along the Ohio River are 
found many instances of free Negroes who had a large 
amount of cash capital with which to enter any profitable 
business. Some of them made personal loans to their fellow- 
men and attracted much attention to and interest in the 
widespread determination of Negroes to get ahead econom- 
ically. They, too, were encouraged to save—to be thrifty 
and to establish a savings institution as a depository for 
their cash capital. 

In Philadelphia, too, it was reported that Negroes had 
$28,366 in white banks as early as 1855. Many persons of 
both races also thought that a savings institution ought to be 


8 New York Tribune, March 20, 1851. 

°Clarke’s Conditions of the Free Colored People in the United States; 
Christian Examiner, March, 1859, pp. 246-265; Woodson’s Negroes of Cincinnats 
Prior to Civil War, pp. 9-21; Delaney’s Condition of the Colored People in the 
United States, p. 92. 
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established in that city for their general economic improve- 
ment.® Still other reports were made in other large com- 
munities which had practically the same objective. Espe- 
cially was this true when labor or political conventions were 
called. Usually some session was given over to a discussion 
of the economic status of Negroes and the ‘‘ways and 
means’’ of improving their condition. These discussions 
were indulged in at length notwithstanding the fact that the 
political rights of Negroes—free men and slaves—were be- 
ing questioned, debated, and bitterly fought over by the pro- 
slavery and anti-slavery factions. 

With the Civil War impending and the question of con- 
tinued slavery or freedom for the Negro occupying the 
thought and time of the people, little more is recorded in 
the sources concerning the economic improvement of the 
Negro until 1864. During this time some slaves working at 
approved trades and the free people who were engaged in 
practically every line of endeavor diligently applied them- 
selves to their work from which labor they were able to save 
a part of their earnings. The economic status of these 
people, however, again forced its attention to the front 
when in 1856 was made the report that the ‘‘free persons of 
color’’ had $600,000 deposited in savings fund institutions 
in New York."* Another proposal, then, was made to a group 
of persons in that city to establish a savings bank for Ne- 
groes. Similar reports were made to interested friends of 
the Negro in other large centers. In short, organized bank- 
ing for the safekeeping of money which Negroes were sav- 
ing seemed almost the necessary evolution of the conditions 
of that time. To say the least, some kind of depository would 
be well supported by the increasingly large number of Ne- 
groes who were becoming more thrifty as time passed. 

Such prosperous conditions could not generally be as- 
cribed to the Negroes who were enslaved. Only a few in- 
stances can be found of enslaved Negroes who advanced eco- 


* Bacon’s Statistics of Colored People of Philadelphia, pp. 15-16. 
% African Repository, January, 1856, Vol. XXXT, p. 8. 
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nomically beyond the general slave status. Habits of thrift 
and industry are not acquired or developed under the chains 
of slavery. Thrown out as he was into a highly organized 
economic society—poor and still dependent—the freedman in 
1865 had enjoyed no opportunity for self development and 
had developed little if any sense of responsibility. 

Of him, Frederick Douglass wrote,” ‘‘he had neither 
money, property nor friends—he was turned loose naked, 
hungry and destitute.’’ In other words, the strong economic 
chain between master and slave had not been broken by the 
stroke of Lincoln’s pen. Time alone breaks such chains. 
The freedman, moreover, was still furnished food, clothing 
and many other necessities of life by his former master. The 
interdependent relationship between master and slave re- 
mained generally intact. The deplorable condition of the 
freedman constrained welfare associations and other organ- 
ized groups to lend assistance. 

Another factor contributing to the general shiftlessness 
of the freedmen soon after the war was the erroneous im- 
pression which had rapidly spread that the government was 
giving to each head of a family of freedmen ‘‘forty acres 
and a mule.’’ The freedmen heard that this gift was being 
made for the purpose of improving their economic condi- 
tion. Beneficence of this kind, however, does not stimulate 
fine traits of character such as industry, thrift, and reliance. 


Itt EFFORTS OF MILITARY OFFICIALS TO ESTABLISH 
BANKS FOR NEGROES 


There were, nevertheless, friends of the Negro high in 
military and other official circles, who were vitally inter- 
ested in the general social and political advancement of the 
freedmen. They had established a ‘‘Department of Negro 
Affairs’? during the period of the War, out of which was or- 
ganized the Freedmen’s Bureau in 1865. Although this 
bureau exercised control over most matters pertaining to the 
freedmen, many of these officials and other Northern sympa- 

2 Douglass, Life and Times of Frederick Douglass, p. 459. 
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thizers of Negroes were seriously interested in their 
economic improvement. 

In Massachusetts, some of these white friends persuaded 
the state authorities to permit the ‘‘allotment system’’ 
which had been used in white regiments to be put in operation 
in the regiments which were manned by Negroes. This sys- 
tem permitted a soldier to allot a certain portion of his 
army pay to a relative or to permit the government to save 
a part of his pay as long as he was in the army. In this way, 
many of the Negro soldiers were able to save considerable 
amounts of cash. This ‘‘allotment system,’’ which was 
being tried in practically every regiment, proved especially 
helpful in the establishment of the first bank for Negroes. 

In 1864, General N. P. Banks, who was primarily inter- 
ested in making the free workers of New Orleans thrifty and 
reliable, organized the ‘‘F ree Labor Bank.’’ This institution 
was made easy by the large number of ‘‘free persons of 
color’’ who even before the war had accumulated wealth and 
property in New Orleans. The Negro soldiers who were sta- 
tioned near New Orleans were thus given an opportunity and 
encouraged to save their earnings in an institution which was 
organized primarily for them. In this bank, according to 
an authoritative report, one Negro quarter called ‘‘Rost 
Host Colony’’** deposited $21,605.83. This deposit served 
as a substantial encouragement not only to the officials but 
also to the depositors of the bank. Little more about the 
operations of the first bank for Negroes is found in the 
sources, however, other than the fact that it was later ab- 
sorbed by the more successful efforts of another army offi- 
cial in another city. Such a beginning, nevertheless, in- 
spired the Negroes to work diligently and save regularly in 
order to safeguard their economic progress. 

In the meantime, military savings banks were established 
at Beaufort, South Carolina, and Norfolk, Virginia—two 

% Senate Reports No. 440, 46th Congress, 2nd session, 1880; Freedmen’s 
Savings and Trust Company, 1872. 


* Howard’s Reminiscences ; Banks’s Hmancipated Labor in Louisiana, New 
York Times, February 11, 1864. 
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strategic army posts where Negro soldiers were assembled 
in large numbers. The same opportunities which were 
granted Negro soldiers at other posts were extended to the 
soldiers in these two cities. Implicit confidence had been in- 
stilled in these military savings banks. In substantiation 
of this, it was reported that the soldiers at Beaufort had 
$200,000 deposited in this bank at the end of the war. Some 
of this, as was the case with large sums of money in other 
military savings banks, was unclaimed at the close of the 
war.”* 

These efforts were so successful that other government 
officials attempted to establish similar institutions which 
would serve the emancipated Negroes during peace time. 
To this end, one A. M. Sperry, paymaster in the army, con- 
ceived the plan of using the unclaimed deposits of soldiers 
in military banks to found a savings institution. Concerning 
this effort Bruce*® reports that it is not definitely known 
whether Sperry planned to solicit deposits from Negroes 
who were not stillin the army. Still later, one John W. Al- 
vord, another army official, planned the establishment of a 
bank which would merge the efforts of Sperry with his own 
in an incorporated bank for Negroes. For this purpose, 
some of the foremost men of the United States were called 
together January 27, 1865, to discuss the advisability of 
prevailing upon Congress to incorporate a bank for the 
economic improvement of the freedmen. 


IV. ESTABLISHMENT OF THE FREEDMEN’S SAVINGS BANK AND 
TRUST COMPANY 


Such a bank seemed to these leaders both necessary and 
opportune. Thus, we find the plans for the incorporation 
of the Freedmen’s Savings Bank and Trust Company ap- 
proved by Congress. It is reported that when Lincoln 


% Douglass Report in House Report No. 502, 44th Congress, Ist session, 
1876; Douglass, Life and Times, p. 487. 

#* Bruce’s Report, p. 246, Senate Misc. Doc. No. 88, 43rd Congress, 2nd ses- 
sion. 
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signed this act he said :*’ ‘* This bank is just what the freed- 
men need.’’ Section V of the Act of Incorporation of the 
Freedmen’s Bank stated that ‘‘the general business and ob- 
ject of the corporation hereby created shall be to receive on 
deposit such sums of money as may from time to time be 
offered, therefor by or on behalf of persons heretofore held 
in slavery in the United States or their descendants and to 
invest the same in stocks, bonds, treasury notes and other 
securities of the United States.’’ 

Here we find a bank organized, sponsored and operated 
for Negroes with governmental aid. At first it adherred to 
safe and sound banking principles. Two-thirds of the de- 
posits, for instance, would be invested in securities of the 
United States while the other one-third would be held on 
deposit or otherwise as an ‘‘available fund’’ for current 
needs. Another safe rule was that officers, trustees and em- 
ployees would not be permitted to borrow from the bank. 
Still another was the requirement that the books of the bank 
would be always open for inspection by representatives of 
Congress. This last named requirement was substantially 
the same as a periodical audit, as is the custom in banks to- 
day. 

Some of the most prominent men of the time were listed 
as incorporators.*® Concerning these men Douglass said that 
‘‘some did not give their consent to the use of their names.”’ 
Nevertheless, the fact that men of unquestionable character 
and unusual ability were advertised as incorporators to- 
gether with the report that the United States Government 
protected the savings which were deposited inspired confi- 
dence and made easy the successful organization of the 
Freedmen’s Savings Bank and Trust Company.” 


™ Congressional Globe, 38th Congress, 2nd session, Part II, p. 1403; Flem- 
ing’s Freedmen’s Savings and Trust Company; Fleming’s Documentary Hts- 
tory of Reconstruction, I, 319. 

*Fleming’s Freedmen’s Savings Bank and Trust Co., p. 131, Appendix. 

* The Passbooks had the following printed in them: ‘‘The government of 
the United States has made this bank perfectly safe.’’ 
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Much discussion was rife in Congress about limiting the 
territory in which the bank would operate. The promoters, 
especially Alvord and his associates, were determined to 
establish branches in most of the large cities of the United 
States. Others were equally determined to confine the busi- 
ness to the District of Columbia. At any rate, the following 
branches were established.”° 


Atlanta, Ga. Natchez, Miss. 
Augusta, Ga. Nashville, Tenn. 
Baltimore, Md. New Bern, N.C. 
Beaufort, 8.C. New Orleans, La. 
Charleston, 8.C. New York City 
Chattanooga, Tenn. Norfolk, Va. 
Columbus, Miss. Philadelphia, Pa. 
Columbia, Tenn. . 

; Raleigh, N.C. 
Huntsville, Ala. : 

; Richmond, Va. 
Jacksonville, Fla. h G 
Lexington, Ky. Savannah, Ga. 
Little Rock, Ark. Shreveport, La. 
Louisville, Ky. Alexandria, La. 
Lynchburg, Va. St. Louis, Mo. 
Macon, Ga. Tallahassee, Fla. 
Memphis, Tenn. Vicksburg, Miss. 
Mobile, Ala. Washington, D.C. 
Montgomery, Ala. Wilmington, N.C. 


The first officers of the Freedmen’s Bank were William 
A. Booth, president, and John W. Alvord, corresponding 
secretary. Later, however, Alvord, who was unquestionably 
the moving spirit within the bank, became the president. 
One D. L. Eaton, who also became an important figure in the 
bank, served as actuary. Under this administration the bank 
prospered. New York was selected as headquarters for the 
institution. This seemed to have been a strategic move for 
much of the savings of Negroes in New York was quickly 
deposited in this bank. Soon thereafter the efforts of army 
officers to continue the military savings banks were merged 

* The aim was to cover the whole area of Negro population. 
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with the attempts of Alvord and Sperry to establish branches 
in these same communities. In short, success attended all of 
their efforts. 

Several factors, however, tended to interrupt the prog- 
ress which was being made from 1865 to 1870. They were 
both internal and external. First of all, a mammoth building 
costing $260,000, was bought out of the savings which in the 
beginning had been retained as a reserve fund. Second, with 
the amendment to the charter,” the officers of the branches 
who strenuously objected to sending the savings of deposi- 
tors to be invested in Washington, were later permitted to 
invest most of the ‘‘available funds’’ in real estate in their 
own communities. This change permitted much unwise 
speculation in real estate. More than $160,000 of this 
reserve was unwisely invested by the various branches. 
Third, the close connection between the Freedmen’s Bureau 
officials who were growing in disfavor and the Bank Trustees 
worked a hardship on the bank. 

The success of the bank up to this point was due mainly 
to the non-speculative type of business engaged in and the 
urgent need for such an institution on the part of Negroes. 
Very few Negroes, however, served as officials of the bank 
during the first three years of its organization. This was due 
to the fact that few, if any, Negroes had enough banking 
training and experience to qualify them as officers. A few 
Negroes, however, were employed as tellers and clerks. 
Gross irregularities together with wild speculative schemes 
fostered by various inside rings and cliques completely 
changed the color of affairs. 

In the Freedmen’s Bank at that time there were 61,131 
depositors, a few of whom were white. It was rated as ex- 
cellent by banking authorities. The total business done by 
this institution is summed up in the table below :” 

7 Fleming’s Freedmen’s Savings Bank and Trust Co., p. 136. In 1870 an 
amendment to the charter was secured by which one-half of the funds subject to 
investment might at discretion of trustees be invested in bonds and notes secured 


by mortgage on real estate and double the value of the loan. 
2 House Misc., Doc. No. 16, 43rd Congress, 2nd session, p. 61. 
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AMOUNT OF DEPOSITS AT THE BRANCHES 
January 24, 1874 


Branches Deposits Branches Deposits 
Alexandria, Va.......+.0.. $ 21,584 Natchez, Miss............. $ 22,195 
Atlanta, Gaviw«ss cesses sgh 28,404 Nashville, Tenn........... 78,525 
Avicusta, Gaveivcesaetiwas 96,882 New Bern, N.C............ 40,621 
Baltimore, Md............. 303,947 New Orleans, La.......... 240,006 
Beaufort, S.0.0 0600663008. 55,592 New York, N.Y........... 344,071 
Charleston, 8.C............ 255,345 Norfolk, Va............... 126,337 
Columbus, Miss............ 18,857 Philadelphia, Pa........... 84,657 
Columbia, Tenn............ 19,823 Raleigh, N.C.............. 26,703 
Huntsville, Ala............ 85,963 Richmond, Va............. 166,000 
Jacksonville, Fla........... 22,022 Savannah, Ga........6.05. 153,425 
Lexington, Ky............ 34,193 Shreveport, La............ 30,312 
Little Rock, Ark........... 17,728 Saint Louis, Mo........... 58,397 
Louisville, Ky..........66. 137,094 Tallahassee, Fla........... 40,207 
Lynchburg, Va............ 19,967 Vicksburg, Miss........... 114,348 
Macon, Gass siccuss oe nicas 54,342 Washington, D.C.......... 384,789 
Memphis, Tenn............ 96,755 Wilmington, N.C.......... 45,223 
Mobile, Alascsvessisscweees 95,144 — 
Montgomery, Ala.......... 29,743 Total. «<vetcwtscdeaws $3,299,201 


As Negroes gained training and experience, and after the 
many and irregular schemes of white officials had wrecked 
the assets of the bank, Negroes were engaged in larger num- 
bers as employees and given positions of trust on the board 
of directors and in official and advisory capacities. One 
‘‘Daddy’’ Wilson who later became cashier at Washington 
was used and misused by whites as a figurehead. He served 
as a fine ‘‘buffer’’ for the whites to loot the bank. One Mr. 
Vandenbrung, for instance, borrowed $30,000 on the verbal 
endorsement of the District of Columbia ‘‘boss.’’ Jay Cooke 
and Company, financiers, borrowed $500,000 at five per cent 
interest while depositors in this same institution were paid 6 
per cent interest on savings. Such banking practices are 
almost incredible, but authoritative sources record even 
erosser irregularities in this bank. 

Its growth had been especially rapid, too rapid, more- 
over, for the corrupt and unprincipled white officials to de- 
velop it into a sound financial institution. One-half of the 
branches which were established were unprofitably operated, 
and yet many more could have been set up. Inefficient ac- 
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counting with little or no check up was followed by mis- 
appropriation of funds, and consequent withdrawal of the 
honest and competent officials. Unwise loans and the exor- 
bitant 6 per cent interest which was paid on savings were 
also contributing causes to the failure of the bank. As one 
clerk put it, ‘‘when the cash balanced, all of us went out to 
celebrate the event.’’? There were, of course, many other 
causes but the most obvious cause was the audaciously 
planned schemes of the officers to fill their own pockets, to 
feather the nests of their business associates and friends 
who had formed cliques, rings and other combines for selfish 
gains. 

And what is most lamentable is the fact that only a few of 
those who embezzled and defrauded the one time liquid as- 
sets of this bank were ever prosecuted. In fact, the defalca- 
tions were so numerous and widespread that it was dificult 
to secure a conviction in any court. Soon the so-called 
‘Cavailable fund’’ as the actuary put it, ‘‘became unavail- 
able.’’?* With loans frozen, real estate values still declining 
and the remaining money being used for political purposes 
confidence was soon destroyed. Runs on the deposits and 
ultimate insolvency naturally followed. 

Thus we see a wrecked institution, the mammoth failure 
of the Freedmen’s Bank, which at first did a splendid work. 
White officials then withdrew in larger numbers. The lead- 
ers among Negroes were then called to save the lost institu- 
tion. Even the work of a financial genius could have availed 
little at this time. In March, 1874, Frederick Douglass, un- 
trained for such a task, was made President. He admitted 
he had no banking experience but accepted because he 
thought that his influence would tend to restore confidence. 
Then, too, he was assured by the outgoing officers that the 
bank was in sound financial condition. He soon learned, 
however, that the bank could not be put back on a paying 
basis. When, however, he learned the true condition of af- 


2 Fleming’s Freedmen’s Savings Bank and Trust Company, p. 57. 
 Tbid., p. 76. 
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fairs, he reported the matter to the Chairman of Senate 
Committee on Finance and expressed also his regret that he 
had been connected in an official way with the bank. Nearly 
three million dollars in deposits were involved in this failure. 

Commissioners were appointed by Congress, therefore, 
to liquidate affairs and to establish a new organization. The 
bank officially closed June 28, 1874. John A. J. Creswell, R. 
H. Leipold, and Robert Purvis were assigned” the task of 
straightening out affairs. Subsequent disagreements among 
the commissioners and difficulties encountered in closing out 
the accounts without pass books made their task harder. 
Their work, however, resulted in the depositors getting back 
40 per cent of their savings.” 

After the commissioners had gone as far as circumstances 
permitted, the Comptroller of Currency was appointed by 
Congress to close out the work not yet done. He placed sub- 
sequent collections in the United States Treasury at interest 
with authority to pay those depositors who presented proper 
eredentials. In his statement of 1900, according to report, 
62 per cent, or $1,638,259.49 of the total amount on deposit 
when the bank failed, had been paid. 

Attempts have been made by various administrations to 
dispose of the money unclaimed by depositors, but nothing 
definite has been accomplished. As late as 1928 a group of 
influential citizens of Washington under the leadership of 
Garnet C. Wilkinson petitioned government authorities to 
expend this money in erecting a monument to Negroes, but 
to little avail.?’ 

Summing it up, we must say it was a colossal attempt 
and colossal failure, a costly experience not only for the 
Negro leaders who were inefficient and untrained, but 
more especially for the depositors, some of whom never re- 
ceived, either from ignorance, misfortune or death, the 62 
per cent which has been repaid. ‘Two investigations were 


*Fleming’s Freedmen’s Savings Bank and Trust Company, p. 101. 
* Tbid., p. 121. 
77 Interview with Garnet C. Wilkinson, Oct. 24, 1928. 
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started, one by the Douglass Committee in 1876 and the 
other by the Bruce Committee in 1880, to lay the real facts 
before Congress. If they fulfilled no other mission, they 
established the fact that the United States Government, 
partly responsible for the Negroes’ faith in the Freedmen’s 
Bank, had an equal responsibility in seeing to it that the 
depositors would not suffer actual losses at the expense of 
the government to which they owed allegiance. 


V. EFFORTS OF NEGROES TO ESTABLISH PRIVATE BANKS 


This gigantic failure generally dampened the ardor and 
desire of Negroes to invest their savings anywhere. Their 
confidence in the United States Government as well as in the 
white and Negro leaders also waned. This attempt at a bank 
had been so monstrous and so widespread that few, if any, 
private groups attempted an organization from 1864 to 
1874. More than a decade passed after the closing of this 
bank before confidence was even partly restored. 

Nevertheless, the Capitol Savings Bank of Washington, 
D.C., was organized on October 17, 1888. This, the sources 
show, was the first private and distinct bank opened and 
operated for business by Negroes in the United States. It 
began with a capital of $6,000, which was subsequently in- 
creased to $50,000 during the sixteen years of its existence. 
Among the prominent promoters and directors were Robert 
H. Terrell, Whitfield McKinley, W.S. Montgomery, John A. 
Pierre, J. R. Wilder, and Henry Baker. John R. Lynch 
once served it as president, Douglass B. McCary as cashier, 
Berkeley Waller as bookkeeper, Robert Douglass as teller, 
and Lemuel Bailey as treasurer.” 

This institution weathered the storm of the panic of 1893 
and did a thriving commercial banking business for several 
years. It was a commendable start, serving the financial 
needs of the people and making with its banking quarters 
on F Street a fine impression on the many people who 
looked to Washington as the mecca of Negro finance and ed- 

8 Interview with R. H. Rutherford, February 20, 1929. 
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ucation. Little more can be found in the sources about this 
bank. Then, too, some persons who were closely associated 
with this institution are loathe to assign the real causes for 
the failure of this bank. Nevertheless, the consensus of opin- 
ion is that there were three main reasons why this bank 
failed in 1904: Long time and unprofitable commercial 
loans, bringing about frozen assets; financing speculative 
schemes of officers; but mainly the misappropriation and 
looting by one of the high officials. 

The Alabama Penny Savings Bank, of Birmingham, is 
said to be the second private and distinct bank owned and 
operated by Negroes. It came into being by the earnest 
work of B. H. Hudson, a successful groceryman and school 
teacher and the farsight of W. R. Pettiford, a progressive 
Baptist clergyman, both of Birmingham. On October 15, 
1890, these two pioneers, working with N. B. Young, Sr., 
Peter F. Clarke, Arthur H. Parker, Oliver J. Diffay and T. 
W. Walker, organized the first bank by Negroes in the heart 
of the South. The large number of Negroes who were work- 
ing in this industrial center loyally supported the efforts of 
these well-thought-of promoters. During the operations of 
the bank they entrusted more than $200,000 to the safe- 
keeping of these officials. More than 10,000 persons were 
prevailed upon to make deposits. 

Under the guiding influence of its first president, W. R. 
Pettiford, this bank prospered and expanded. It bought a 
building worth $150,000 or more, declared several divi- 
dends, and established three branch banks. The Mont- 
gomery branch was headed by V. H. Tulane, the Selma 
Branch by B. H. Hudson, and the Anniston branch by W. W. 
Hadnott. This expansion, however, did not prove to be 
good for the parent organization. In fairness, however, 
it ought to be said that the Montgomery bank was always 
very profitably operated. 

Later, plans were made for the merging of this bank with 
one promoted by U. G. Mason, of Birmingham, whose insti- 
tution had not been as soundly operated. Still later, the in- 
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stitution suffered the loss of its first president and the mov- 
ing spirit within the organization, W. R. Pettiford, by whose 
untiring efforts the bank had become a factor in this indus- 
trial community. In addition, several ministers had pre- 
vailed upon the bank officials to grant long time church loans 
to their congregations. 

Possibly the immediate cause for the failure of this bank, 
however, was the spreading of a rumor that Burton Hudson, 
a teller and son of B. H. Hudson, who succeeded the late 
president, was short in his accounts. This report spread 
about a week before Christmas of 1915, just prior to the pay- 
ing of $35,000 of Christmas funds to depositors. ‘‘When this 
information leaked out, although his father made good the 
shortage, and Burton was removed from the cage,’’ said N. 
B. Young, Sr.,” ‘‘a run was started which could not be 
stopped.’’ The depositors had been accustomed to Burton’s 
being in his cage. His absence to them clearly substantiated 
the report that the bank was in financial straits. Steiner 
Brothers, fiscal agents, not only for this institution but also 
for the First National Bank (white) were called upon for as- 
sistance. Both institutions needed financial aid. The First 
National’s need was met. The Alabama Penny Savings 
Bank was left in financial difficulties. And thus it was neces- 
sary to liquidate and to sell the $150,000 building to the 
Knights of Pythias for $70,000. Peter F. Clarke was en- 
gaged to close out affairs. 

Concerning this Bank, N. B. Young, Sr., also said, ‘‘It 
was an honest effort to establish a bank in the very heart of 
the South. The chief officers were men without reproach. 
W. R. Pettiford and B. H. Hudson were men with charac- 
ters as clean as a hound’s tooth. The bank went into 
liquidation based on arumor at Christmas time. The assets 
at the close were frozen primarily because of the long time 
loans to churches, the merger with the sister bank, and the 
too rapid expansion of branches. The death of Pettiford, 


*Interview, February 20, 1929—St. Louis. 
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unquestionably a man of vision, was also a contributing 
factor.’’*° 

A year after the organization of the Birmingham bank, we 
find in Chattanooga, Tennessee, the organization of the 
Mutual Bank and Trust Company. The moving forces in this 
effort were Squire White and a Mr. Willis. It did not get 
very far, nor did it develop into a serviceable institution 
mainly on account of the narrow and selfish plans of Mr. Wil- 
lis, who built for himself and family a mansion comparable to 
any in the town. Rumor had it that the funds of the bank 
had been used in constructing his home. At any rate, it is 
reliably reported that after operating from 1889 to 1903 
this Mr. Willis misappropriated all of the money of the bank, 
deserted his home and family, and went to Mexico. And thus, 
we find another banking effort failing, this one being af- 
fected also by the financial panic which proved to be a death 
knell for many enterprises which existed during this period. 


VI. SAVING BANKS AS THE OUTGROWTH OF FRATERNAL SOCIETIES 
Several fraternal orders which were making rapid head- 
way in the meantime sensed the need for stronger financial 
institutions to serve mainly as depositories for their funds. 
This plan, to be sure, was a good one, for in this way the bank 
had the support of members, most of whom paid monthly 
dues and assessments to their lodges. This method of 
‘‘feeding’’ a bank is used to-day by institutions which or- 
ganize subsidiaries from which operations quicker and 
larger profits flow than are possble from the transactions of 
orthodox banks under strict federal or state supervision. 
The big success which attended the organization and 
operation of these fraternal societies accounts to a large ex- 
tent for the establishment of several banks during the period 
from 1888 to 1908. The True Reformers Bank, in Richmond, 
Virginia; the St. Luke’s Penny Savings Bank, in the same 
city; the Mutual Aid and Banking Company, in Newbern, 
North Carolina; the Bank of Galilean Fisherman, in Hamp- 
® Tnterview, February 20, 1929—St. Louis. 
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ton, Virginia; the Sons and Daughters of Peace Penny, 
Nickel and Dime Bank, of Newport News, Virginia—all 
of these institutions had their origin within the fraternal 
organization giving them their names. ‘The first two 
banks made such favorable impressions on the business 
world that more than passing notice will be given them in 
this dissertation. 

The establishment of a Savings Bank by the Grand Foun- 
tain of the United Order of True Reformers was occasioned 
when Loving Fountain No. 74 was formed at Massingford, 
Charlotte County, Virginia. A large sum of money was col- 
lected from the newly made members and placed by the 
treasurer for safekeeping in the safe of a white storekeeper. 
At this time the race feeling was bitter on account of a re- 
cent lynching. This storekeeper, who was envious, bitter, 
and jealous of the progress made by the Negroes of this town, 
informed the white people of the large amount of money en- 
trusted to his care and of the danger of allowing Negroes to 
organize in that community. 

When W. W. Browne, the Grand Worthy Master of the 
Order, learned of this trouble he went immediately to Mas- 
sineford to straighten out affairs. A Mr. W. H. Grant who 
had been instrumental in organizing this ‘‘fountain’’ urged 
Browne to establish a bank, saying, ‘‘If we had a bank of 
our own, the white people would not have any information 
about our activities.’’** At first, this suggestion did not 
meet with Browne’s approval. Finally, however, he recom- 
mended at the next session, 1887, that a savings bank be 
opened. Thus plans for securing a charter from the legis- 
lature were made by Browne and Giles B. Jackson. It was 
issued on March, 2, 1888.* 


31 Burrell and Johnson’s Twenty-five years of the Grand Fountain, pp. 
95-96. 


CHARTER 


*1. Be it enacted by the General Assembly of Virginia, That W. W. 
Browne, Allen J. Harris, W. P. Burrell, R. F. Robinson, Eliza Allen, E. Monroe, 
M, A. Berry, C. 8. Lucas, H. L. Minnus, P. 8S. Lindsay and 8S. W. Sutton, 
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Much apprehension was expressed about the establish- 
ment of this bank. Some people regarded it as a ‘‘huge 
joke.’? W. W. Browne, the first president, was asked of he 
were going to open an ‘‘ash bank,’’ and he replied that he 
knew more about an ash bank than any other, but there was 
no reason why he should not get an introduction to a money 
bank. At first Browne planned to have the bank as an in- 
ternal part of the Order, but after much opposition and 
discussion at the Petersburg session, the matter was finally 
approved by the board of directors which met in Richmond 
in 1887. The following officers were elected: W. W. Browne, 


together with such other persons as they may hereafter associate with them 
be, and they are hereby, constituted a body politic and corporate by the name 
and style of the Savings Bank of the Grand Fountain, United Order of True 
Reformers, of Virginia, and by that name and style are hereby invested with 
all the rights and privileges conferred on banks of discount and deposit of 
this State by chapter 59 of the Code of Virginia, 1873, and not inconsistent 
with the provisions of this act. 

2. The capital stock of the said corporation shall not be less than ten 
thousand dollars, in shares of five dollars each, which may be inereased from 
time to time to a sum of not exceeding one hundred thousand dollars; provided 
said bank shall not transact any business under this act until twenty per 
cent of the minimum shall have been paid up. The said bank shall be located 
in the city of Richmond, State of Virginia; the officers of said bank shall 
consist of a President, Vice-President, Cashier and Assistant Cashier (if neces- 
sary), and such other clerks and messengers as may be necessary to conduct 
the business of the same. 

38. The Board of Directors elected by the Grand Fountain, United Order 
of True Reformers, shall constitute the Board of Directors of said Bank; they 
shall continue in office until the first meeting of the members; at such 
first meeting, and at every annual meeting thereafter, directors shall be elected, 
who may be removed by the Grand Fountain, United Order of True Reformers, 
in general meeting; but unless so removed, shall continue in office until their 
successors shall be duly elected and qualified. The day for the first meeting 
of the members shall be prescribed by the by-laws; provided that number 
shall not be less than five; by-laws may also provide for calling meetings of 
the members, and any meetings may adjourn from time to time. 

4, The Board of Directors shall elect one of their body President and 
Vice-President, and may fill any vacancy occurring in the Board unless it 
be by removal, in which case the members may fill the same in general 
meeting. The said Board shall appoint to hold office during its pleasure, the 
officers and agents of said Bank, prescribe their compensation, and take from 
them bonds with such security as it may deem fit. 

5. The said Bank may acquire such real estate as may be requisite for 
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president; Allen J. Harris, vice-president; and R. T. Hill, 
cashier. John H. Braxton was employed as bookkeeper and 
teller, and Mrs. E. Burrell as bank clerk. Ten other em- 
ployees were later added to the staff of workers. The bank 
opened for business in Richmond, April 3, 1889, on which 
date $1,269.28 was deposited. All of the funds of the Grand 
Order were ordered deposited in this bank. 

‘‘The movement,’’ said John M. Langston, ‘‘is the first 
great effort of the Negro to organize a bank.’’* Hach year 
progress was noted by the officers. Its strength and growth 
was especially commendable during the panic of 1893.* 
Concerning this, the cashier wrote: 


‘*Amid the crash of banks, the hush of the manufacturers’ ham- 
mers, their wheels, cogs and belts, your Savings Bank moves glort- 
ously on, while none dare molest her or make her afraid. She has 


the convenient transaction of its business, and such as may be bona fide 
mortgaged to it by way of security, or conveyed to it for satisfaction of 
debts contracted in the course of its dealing or purchased at sale upon judg- 
ment against persons indebted to it. 

6. Said Bank may receive money on deposit and grant certificates there- 
for, and may levy, sell and negotiate coin, bank notes, foreign and domestic 
bills of exchange and negotiable notes in and out of this State. It may loan 
money on personal and real security, and receive interest in advance; may 
guarantee the payment of notes, bonds, bills of exchange, or other evidence 
of debt, and may receive for safekeeping gold and silver plate, diamonds, 
jewelry and other valuables, and charge reasonable compensation therefor. 
The money received on deposit by said Bank, and other funds of the same, 
may be invested in or loaned on real security, or be used in purchasing or 
discounting bonds, bills, notes or other paper. 

7. The object of this corporation is to provide a depository for the 
Grand and Subordinate Fountains of the United Order of True Reformers, a 
benevolent institution incorporated for such purposes by the Circuit Court 
of the State of Virginia. 

8. <All acts and parts of acts inconsistent with this act are hereby 
repealed. 

9. This act shall be in force from its passage. 


* Conflicting opinions are found in sources concerning the first bank owned 
and operated by Negroes. This bank received its charter on March 2, 1888, but 
did not begin business until April 3, 1889. In the meantime, the Capitol Sav- 
ings Bank began business October 17, 1888. Distinction is made by the writer 
between securing a charter and the actual beginning of business by these banks. 
Burrell and Johnson’s Twenty-five years of the Grand Fountain, p. 114. 

3 Tbid, p. 155-156. 
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paid every check presented to her, while others have dropped their 
heads, drooped their wings and failed, having their very life choked 
out of them. Believe me, not a bank in this city, and not many others 
in this State, are cashing depositors’ checks, though they may have 
$50,000.00.’’ 


Along the same line the Richmond Times said: 


‘‘The Savings Bank, Grand Fountain of True Reformers, the 
only colored banking institution in this city, has made a record dur- 
ing the recent financial difficulties. It is the only bank which honored 
all checks and did not stop paying full value in currency. Mr. C. P. 
Rady, the clerk of the School Board, a few days ago was desirous 
of securing the necessary currency to pay the salaries of the janitors 
of the public schools in cash instead of certified checks. He called up 
by telephone every banking institution in this city, but they refused 
to honor his check. Lastly he called up the colored bank on North 
Second Street, and explained his request. He was told at once to 
bring the check and receive the currency. Thinking that he might 
have been misunderstood as to the amount asked for, he repeated his 
question, which met with the same reply. When I called at the bank 
yesterday I was informed by the teller that the institution had never 
stopped paying out currency for checks, and that its own checks had 
been readily taken everywhere.’’ 

In referring to the above, W. W. Browne said, ‘‘Sons of 
them that afflict thee shall come bending unto thee.’’ 

This bank had attained a strong position in the financial 
world. It was often referred to as the ‘‘Gibraltar of Negro 
Business.’’ At first conservatism was emphasized. The re- 
port of 1895 showed an increase of 36 per cent over business 
done in 1894, enabling the paying of $4,420 as dividends to 
stockholders and interest of $2,089.38 to the depositors. The 
deposits found below for subsequent years indicate the con- 
stant growth of this institution :™ 

Deposits for the year: 


TO00. eines icsavsdcecutvioseeuncedeseseceeayses $ 9,811.28 
ee ee 55,937.70 
1802 a ddcimcunacwadansedeeaosennitenareeuensvaeoss 79,052.79 
1609. ‘estat uuconanauenadnerecdue ycuacug euseaseens 108,205.98 
1008 esau ceo rset au eweeie lee cuenasemansiened 162,433.32 
1696. ea banees bone nies eiaeesesersotatosewasconaeee 281,981.86 
TOGG ap cue e tiie ie ceabs eens hee see seren ee 345,952.91 
1800 doaccmaseey suadesennecestesdity bacsuaseaiace: 343,667.94 
1698 tubo e hc nadesaretecesseceducsdadetanesseab 327,874.36 


% Burrell and Johnson’s Twenty-five Years of the Grand Fountawm, pp. 
347-349. 
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1890 Seow it stteeeass Pep aeeee elie teawteteaeesie ais 388,271.23 
1900: 2:25aeeee och ves ioe is ee en hes gi aes ct sarawee 537,644.82 
oe ee ee 708,411.48 
1002 scnidicmantres ieee csue sie hueweeedasass daw aes 796,099.91 
1908: sects ton esaieeeertaeieav haus eeeiaienes tae sey 853,591.53 
1004 dccasscavaeraete tings be iwh eects esesdetiees 808,759.53 
00D ia daxyoeGdeneeowsuseueoes casi erasestegeueos 807,995.17 
1906: Wiccwnwidetetedarenwunioiese iste ep ededaws 873,492.95 
ct) er ee eee ee ree ee 1,008,996.40 
1908 oe ves nse sceuee been el eeettivs etna de eetae exe 977,808.52 
September, 1908, to April 30, 1909 .........eeeceeees 609,744.54 

WOtal ¢.¢%o.0804er Crier caer eteeeemed chet aenes ee $10,085,734.22 


This growth was interrupted, however, when the Presi- 
dent Rev. W. W. Browne was given a leave of absence for 
one year on account of poor health. He was succeeded as 
Grand Master by the Reverend W. L. Taylor, who also be- 
came the head of the bank. Many of the strict banking rules 
which had made the institution an important factor in bank- 
ing circles were soon discarded. The Grand Order which was 
closely tied up with the bank was also spreading very rapidly 
over the United States. Branches as far West as Kansas 
were set up but left with little supervision. The assessments 
of these branches were to be deposited in the Savings Bank 
but accurate checkups were difficult. Lax business methods 
within the banking institution along with the meager bank- 
Ing experience of the officers contributed much to the failure 
of the bank. It has been reported® in this regard that ‘‘gold 
was being piled up by the officers of this bank within the 
vault to be used as an inducement for Negroes to join the 
True Reformers.’’ Such a plan prohibited the officers from 
making loans from which the banks derive their profit. At 
any rate, the bank failed in 1910 after enjoying more than 
twenty years of sound growth. 

Out of the Independent Order of Saint Luke which had 
been operating from Virginia as its base since 1867, another 
bank was formed in 1903 by Mrs. Maggie L. Walker. It was 
named the St. Lukes Penny Savings Bank. Although the 


% Interview, October, 1928, with J. A. Jackson of the U. 8. Department 
of Commerce. 
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society which nurtured the growth of this bank had not 
won the high place in the fraternal world which the True 
Reformers held, the membership was increasing by leaps 
and bounds. A little reorganization became necessary on 
account of state regulation. The failure of the True Re- 
formers Bank led the Legislature of Virginia to create a 
Banking Division which forced the separation of secret 
orders and their banks. Thus the name of St. Lukes Penny 
Savings Bank was changed to the Saint Lukes Bank and 
Trust Company. For twenty-five years this bank has won 
its way upward under the guiding influence of the first 
woman bank president in America and the only one of the 
Negro race, Mrs. Maggie L. Walker. The other officers are: 
J. Thomas Hewin, vice-president; S. W. Robinson, Jr., vice- 
president; P. H. Ford, vice-president; Emmett C. Burke, 
cashier; and Melvin D. Walker, assistant cashier* 

It is reported that at the last meeting of the stock- 
holders held in Richmond in 1929, the twenty-third dividend 
amounting to 5 per cent was paid. This bank claims to be 
the oldest bank owned and operated by Negroes in the 
United States. It enters its twenty-sixth year as a safe and 
sound banking institution with almost a half million dollars 
in resources.” This is especially commendable for it is 


% STATEMENT OF THE FINANCIAL CONDITION OF THE ST. LUKE BANK AND 


TRUST COMPANY 
as of December 31, 1928 
Resources Liabilities 

Capital Stock paid in......... $ 50,000.00 
Loans and. Discounts ........ $392,566.97 Surplus Fund ............6.. 35,000.00 

snes profits less amount 

fb es : paid for interest, expenses 
Uuerdretis unsceates aa and taxeS.......-.ce+0ee 2,336.22 


Dividends unpaid$ 3,924.30 


Bonds, Securities, etc. owned, Individual de- 


including premium on same  1,710,00 posits subject 
. to check.... 135,852.49 
Banking House and Lot...... 58,050.00 Savings Deposits. 250,750.44 
Certified checks. . 1,280.80 
Other Real Estate Owned..... 4,901.24 Cashier’s checks 
outstanding. 146.70 
Furniture and Fixtures....... 2,818.48 Nae aes i Acar a oe ee 891,904.73 
i t 
Cash and due from Banks.... 40,208.49 aa pee pur igen 7 pera “ut 
deposits 2... 05200 seecee 500.00 
Reserved for accrued taxes.... 100.00 
Total Resources ........ $479,840.95 Total Liabilities .......... $479,840.95 


87 Statement to State Corporation Commission of Virginia, 1929. 
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generally said that the average life of a bank is twenty-five 
years. They lose their identity by merger, reorganization, 
or failure. The writer knows of only one more bank owned 
and operated by Negroes, which has enjoyed a quarter of 
a century of banking experience.” 

Commercial banking was not done on a large scale by 
these institutions. They concerned themselves mainly with 
thrift and the safekeeping of the funds of their orders. 
Negro banks up to this time, which had no relationship 
with a fraternal order and which ventured farther in the 
commercial banking field did not have pleasant and long 
lives. The reason, however, is obvious. The failure of the 
Freedmen’s Bank was still fresh in the minds of Negroes. 
Negroes were still skeptical, lacking in confidence in most 
banking institutions. One could hardly promote any bank 
without incurring the opposition and general lack of faith 
on the part of Negroes in every community. Then, too, 
there were only a small number of worthwhile business 
enterprises which could support the banks. Commercial 
banking, as is well known, prospers when thriving and 
financially sound businesses are growing, expanding and 
qualifying for commercial bank credit. Lastly, most 
Negroes were engaged in agricultural pursuits, and to 
extend commercial credit to the farmer usually brought 
about long time and frozen loans. 

Not one of the strictly commercial banks which were 
established between 1888 and 1900 survived. They wrought 
well. They ventured out—dared to invade the highly spe- 
cialized commercial banking arena without highly trained 
bankers and entered a field which among them had not been 
developed. Pioneers under such conditions often become 
martyrs. On the other hand, the St. Luke Bank and Trust 
Company which had the financial support of the order hav- 
ing the same name is still experiencing steady growth. 
Many of these failures were attributable to the inability of 
these banks to weather the ‘‘storm and stress’’ period 


% Report of Citizens Savings Bank of Nashville, Tennessee, 1929. 
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which culminated in the panic of 1893. But, the failure of 
most of these institutions was caused by the lax banking 
practices which permitted the misappropriation of funds 
and many other gross irregularities. 


VII. REVIVED INTEREST OF NEGROES IN ORGANIZING BANKS 
THROUGHOUT THE UNITED STATES 


Since 1900, however, a revival of interest in the estab- 
lishment of commercial and savings banks is noted in every 
section of the country. As has been pointed out, thrift and 
home ownership dominated the program of most of these 
banks in the beginning. This encouragement to save and 
to buy property had a helpful influence on the general prog- 
ress of the Negro in every community where a bank was 
established. Concerning them, Booker Washington wrote,” 
‘In recent years I have had the privilege of visiting nearly 
every one of the communities where Negro banks are lo- 
cated, and I can state without exaggeration that I have 
not found a single one of them that did not have the good 
will and support of the white business men of the commun- 
ities in which they are located.’’ 

Many of these banks were established in large Southern 
cities where such a favorable situation was not generally ex- 
pected. The unfair banking practices along with the gen- 
eral discrimination heaped upon Negroes, however, neces- 
sitated the organization of banking institutions of their own. 
Negroes had learned that credit would not be extended to 
them on the same basis on which white business men and 
farmers could procure it. They experienced also the calling 
of their loans, the foreclosure of their mortgages, and the 
inability to obtain credit at the very time when their loss 
meant some white creditor’s gain. And so we find the eighty- 
eight accredited commercial and savings banks organized by 
and for Negroes during the period from 1900 to 1928.*° 

* Washington’s The Story of the Negro, Vol. II, p. 231, 233. 


* DIRECTORY OF NEGRO BANKS, FROM 1900 TO 1928 
ALABAMA President 


Tuskegee Institute Savings Bank, Tuskegee Institute ....... R. BR. Moton 
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The rapid success of these banks as gleaned from their 
financial statements bespeaks the service which some of 
them have been to the Negro race in their respective com- 
munities. In so short a time institutions could not make 
such deep and worthwhile impressions in the business 
world were they not of unquestionable financial service to 
their respective communities. Many of the banks cited 


DISTRICT OF COLUMBIA 


Industrial Savings Bank, Washington ................4.. John W. Lewis 
The Prudential Bank, Washington ............... cece wees J. R. Hawkins 
Union Laborers Savings Bank, Washington ........... J. H. W. Howard 
FLORIDA 
Progress Savings Bank, Key West............. ccc ccc eee c cece sce seees 
The Ocala Savings Bank, Ocala......cc ccc ce cece eee e eee EF. P. Gadson 
Anderson and Company Bankers, Jacksonville ........... C. H. Anderson 
GEORGIA 
Atlanta State Savings Bank, Atlanta ........ 0... . cece e eee J. O. Ross 
Auburn Savings Corporation Bank, Atlanta ...............4. B. J. Davis 
Penny Savings Loan and Investment Co., Augusta ........ R. 8. Williams 
Fidelity Savings Bank, Savannah ............ eee eee ee ee eee EK. H. Quo 
Mechanics Investment Company, Savannah ............-.e.00- E. H. Quo 
Mechanies Savings Bank, Savannah ............. cece cence P. E. Perry 
Savannah Savings and Real Estate Corp., Savannah ......... W. S. Scott 
Wage Earners Savings Bank, Savannah ................. L. E. Williams 
Liberty Savings and Real Estate Corp., Macon ........... R. E. Harlety 
Middle Georgia Savings and Investment Co., Macon ...... C. H. Douglass 
Laborers Savings and Loan Co., Columbus ................ J. L. Scanins 
Citizens Trust Co., Atlanta ...... ccc ccc eee e eect reece wees A. M. Wilkins 
ILLINOIS 
Binge State Bank, Chicago: isudssce04560dnsoveeweeuewyes Jessa Binga 
Douglass National Bank of Chicago, Chicago .......... Anthony Overton 
KENTUCKY 
First Standard Bank, Louisville ......... 0... ccc eee ween Wilson Lovett 
American Mutual Savings Bank, Louisville ............... W. H. Wright 
LOUISIANA 
Citizens State Banking Company, New Orleans ........... J. H. Lowery 
MARYLAND 
Hatchett and Lewis Bankers, Baltimore ................ Truly Hatchett 
J. Winfield Thomas Bank, Baltimore ......... 0... ce eee cece e eect ences 
Harry O. Wilson Bank, Baltimore ......... 00. ccc cece eee teen eens 
Wingate and Brown Bankers, Baltimore ........... cee cess cree reer eee 
Taylor and Jenkins Bankers, Baltimore ............. cece cece erences 
MASSACHUSETTS 
Eureka Cooperative Bank, Boston ..........ceeeeeeeees Gilbert Harris 
South End Cooperative Bank, Boston .............+..06. EB. P. Benjamin 


This content downloaded from 
66.208.32.148 on Sun, 03 Sep 2023 19:30:31 +00:00 
All use subject to https://about.jstor.org/terms 


182 JoURNAL OF Necro History 


in the directory have long since ceased to operate. It may 
be well, however, to indicate the service which the most 
representative banks rendered to their respective communi- 
ties before they failed. 

In the case of the Wage Earners Savings Bank which 
was established in 1900 at Savannah, Georgia, with an au- 
thorized capital of $50,000, the writer is personally ac- 
quainted with some of the founders and directors. Negroes 
of this city were proud of the banking progress which these 


MICHIGAN 
D. C. Northeross and Co., Bankers, Detroit ........... D. ©. Northeross 
Peoples Finance Corp., Detroit ..........c cee ce cece cence A. L. Turner 
MISSISSIPPI 
Mound Bayou State Bank, Mound Bayou ..............005. T. 8. Morris 
Delta Penny Savings Bank, Indianola ..............0e000% J. E. Walker 
MISSOURI 
Peoples Finance Corporation, St. Louis ............006. Chas. E. Herriot 
NORTH CAROLINA 
Dime bauk, Kinst0n 210ce<esneae tence seoweeu cee swene aks H. E. Dunn 
Forsyth Savings and Trust Co., Winston-Salem .............05 J. S. Hill 
Citizens Bank and Trust Co., Winston-Salem ............... J. W. Jones 
Holloway, Murphy and Co., Kinston ..........eeceeeues T. B. Holloway 
Albemarle Bank, Elizabeth City ............... eee eee eee BE. E. Hoffler 
Commercial Bank of Wilson, Wilson .............. cea ceeaee S. H. Vick 
Fraternal Bank and Trust Company, Durham ............ W. G. Pearson 
Mechanics and Farmers Bank, Durham ................. C. C. Spaulding 
Mechanics and Farmers Bank (branch), Raleigh ........ C. C. Spaulding 
Mutual Aid and Banking Co., Newbern .............e0000. J. P. Stanley 
Isaac Smith Trust Co., Newbern ........ccccecceccecseesees Isaac Smith 
OHIO 
Empire Savings and Loan Co., Cleveland ................ H. E. Murrell 
Adelphi Building, Loan and Savings Co., Columbus ....... D. C. Chandler 
OKLAHOMA 
Boley Bank and Trust Co., Boley .......... cc eee ee eeveees J. J. Johnson 
First National Bank of Boley, Boley ............ cece cece erences 
PENNSYLVANIA 
Modern State Bank, Pittsburgh .......... cc cee cece eenees J. L. Phillips 
Citizens and Southern Bank and Trust Co., Philadelphia. .R. R. Wright, Sr. 
The Steel City Banking Co., Pittsburgh .................. M. 8. Hunter 
Keystone Bank, Philadelphia ............ cc eee erence J. C. Asbury 
Brown and Stevens Banking Co., Philadelphia .............. E. C. Brown 
SouTH CAROLINA 
Victory Savings Bank, Columbia ............0. ce seeeeee C. E. Stevenson 
Mutual Savings Bank, Charleston ..... (is texwsaeus ice wes E. E. Edwards 
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leaders made in this institution. At one time there were 
about 18,000 depositors, most of whom were agricultural 
and industrial workers. There were about twelve employees 
in this bank, some of whom had received specialized busi- 
ness training. For twenty-five years and more this bank 
served a pressing need in this community and was the in- 
spiration for the establishing of three other banking organi- 
zations in the same city. Practically one half of the loans 
which were made were of the commercial type, most of 


Peoples Federation Bank, Charleston ...............0.4. W. H. Johnson 
Workers Enterprise Bank, Bennettsville ................05. E. J. Sawyer 
TENNESSEE 
Fraternal Savings Bank and Trust Co., Memphis ............ A. F. Ward 
Solvent Savings Bank and Trust Co., Memphis .............. T. H. Hays 
Citizens Savings Bank and Trust Co., Nashville ............. H. A. Boyd 
Peoples Savings Bank and Trust Co., Nashville .......... J. B. Singleton 
TEXAS 
Farmers and Citizens Savings Bank, Palestine .............. EK. M. Grigg 
Farmers Improvement Bank, Waco ............00cecueeces R. L. Smith 
Farmers and Mechanics Bank, Tyler .................... W. A. Redwine 
Fraternal Bank and Trust Co., Fort Worth ............. Thomas Mason 
Workmen’s Savings and Loan Co., Galveston ........ Edward Washington 
VIRGINIA 
Brown Savings Bank, Norfolk ............ cece cece cee eeee E. C. Brown 
Metropolitan Bank and Trust Co., Norfolk ................. W. M. Rich 
Crown Savings Bank, Newport News ............. cee eeeees E. C. Brown 
Commercial Bank and Trust Co., Richmond ................ J. T. Carter 
Gideon Savings Bank, Norfolk... ..... ccc ccc ccc eee ee eee een eee 
Gallilean Fishermen’s Bank, Hampton..... oe ee ee eee ee 
Tidewater Bank and Trust Company, Norfolk............ 0... cee eee 
Sons and Daughters of Peace, Penny, Nickel and Dime Bank, New- 
DOTt NEWS. 224c5¢45n eee enaetds eae ee ieee sanc er te eres S. A. Howell 
Second Street Savings Bank, Richmond ................ John T. Taylor 
Peoples Dime Savings Bank and Trust Co., Staunton ....Samuel Lindsay 
Peoples Bank of Petersburg, Petersburg ....... 0... cece cece eee eee eens 
Savings Bank of Danville, Danville ...................... W. Thompson 
St. Luke’s Penny Savings Bank, Richmond ...... Mrs. Maggie L. Walker 
Nickel Savings Bank, Richmond ............... ccs eeceees R. F. Taniol 
Mechanics Savings Bank, Richmond .................. John Mitchell, Jr. 
Community Savings Bank, Portsmouth ..................4. J. F. Proetor 
The Phoenix Bank of Nansemond, Suffolk............. J. W. Richardson 
Continental Savings Bank, Dendrom ............ ec c cee eee ee ene eens 
WEST VIRGINIA 
Mutual Savings and Loan Co., Charleston ...............6. C. E. Mitchell 
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which were due after the customary three months period. 
Large investments of funds in real estate, farm and long 
term loans brought about frozen assets. Its failure was 
quickened also by the inability of the bank to collect many of 
the commercial loans which were not made on the sound fi- 
nancial condition of businesses requesting credit but on 
friendship. 

In the case also of the Solvent Savings Bank and Trust 
Company,” the writer when a school boy was a depositor in 
what to him was the Negro’s pinnacle of business success. 
It had its birth in 1906 when the late R. R. Church and his 
associates saw the need for such an institution in a large 
and thriving Negro community. Negroes welcomed it. A 
careful study of the statement below will reveal the extent to 
which this institution made a favorable impression in Mem- 
phis. At one time some of the most prominent men of 
of the city were connected in official ways with the bank. 
Among them were H. H. Pace, cashier, Bert M. Roddy, 


“a STATEMENT OF FINANCIAL CONDITION OF THE SOLVENT SAVINGS BANK 
AND TRUST COMPANY 


November 15, 1920 


Resources Liabilities 
. Capital stock 
Loans and discounts........ $ 475,617.49 paid in...$ 76,520.71 
Overdrafts a oe ee eee ee ee None Surplus fund. None 
Bonds and stocks and Undivided profits 
warrants ee anne ereaneetanee 545.50 less expenses 
Banking house ............ 12,190.00 and taxes 
Furniture and fixtures...... 11,005.90 paid .... 16,647.54 $ 93,168.25 
Other real estate........... 18,557.60  yndividual 
Actual cash on deposits 
on hand. .$ 27,455.91 subject to 


check ....$327,429.37 


Due from banks Demand certifi- 


and bankers 


(on de- cates of 
mand) ... 345,368.62 deposit .. None 
Due banks 
macuen tee for and bankers 
cicaring on demand None 
house ... 9,985.74 382,760.27 Cashier's checks 4,033.22 
Due from banks and bankers baste Gieanae said 
(not on demand) woe eee 63,644.79 house Saw ie None 
Ohecks and cash items...... 1,388.23 Unpaid 
Cash items in transit....... 139.00 Dividends. 1,079.84 
Customers’ liability under Total demand 
letters of credit........ None deposits . .$333,100.93 
Customers’ liability account Savings 
of acceptances......... None : Deposits . . 517,534.02 
wy thee FOSOUrCOs: aaa ricdon 
ar Savings Certificates.... 2,853.68 . 
U. 8. Bonds ............. 137,700.00 MODOAIO Se Eye 
U. 8S. Certificates of credit. . 80,000.00 Total deposits 1,043 ,234.21 
Total $1,186,402.46 Total $1,136,402.46 
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T. H. Hayes, J. W. Sanford, and R. R. Church, Jr. It ought 
to be said in fairness, however, that most of these men were 
not connected with the bank at the time of its failure. 

The Solvent Bank had an authorized capital of $100,000, 
more than three-fourths of which was paid in. There were 
about 20,000 depositors in 1920—Negro men and women 
who had entrusted more than a million dollars of earnings 
to this bank. This is the first instance of any bank owned 
and operated by Negroes with a million dollars in deposits. 
This bank specialized in commercial loans, 80 per cent of 
which were made for a term longer than ninety days. Un- 
profitable farm loans were also made, more than 20 per 
cent of the working capital being tied up in this type of 
loans. But perhaps the most serious mistake which this 
bank made was to permit officers and directors to borrow, 
on scanty security, large sums of money for the purpose 
of promoting their own commercial ventures and financing 
other hazardous schemes and contrivances. 

This bank enjoyed for twenty or more years the confi- 
dence and good will of the entire community. It served, too, 
as the inspiration for the establishment of the Fraternal 
Savings Bank which later figured conspiciously in the busi- 
ness and commercial life of Negroes in this same city. In 
other words, no other Negro community could boast of hav- 
ing two banks as well established as Memphis had from 1910 
to 1920. Practically the same type of business was indulged 
in here as we have noted in the bank described above. 

A genuine and friendly banking rivalry, as is sometime 
helpful, existed between the Solvent and Fraternal Banks 
until they were merged. The story of the failed institution 
is so fresh in our readers’ minds that it will not be neces- 
sary to explain the causes of failure in detail. Suffice it to 
say that the grossest irregularities—wholesale and almost 
incredible instances of insufficient and unsecured notes— 
misappropriation and other unsound banking practices 
brought about the failure of the first Negro bank which had 
reached the point of having a million dollars on deposit. 
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The first effort at banking in Atlanta was a savings in- 
stitution established by Mr. J. O. Ross. Before the business 
could be well on the way to prosperity he worked out a 
novel scheme of his own. He believed that instead of lend- 
ing the money of the bank to other people he could use it 
himself and thus make large profits for himself and family. 
Working toward this end, he established a chain of stores 
called the ‘‘United Commercial Exchange.’’ This new ven- 
ture brought in some capital obtained by the sale of stock, 
which together with that of the funds of the bank was used 
unwisely. Endeavoring to make his business a self-suffi- 
cient chain of institutions, he used some of these funds to 
buy farms to supply vegetables for these stores and other 
such things as the stores might handle, each one being taken 
care of by a special company established for the particular 
purpose in mind. These illegal loans, however, together 
with the oncoming depression and small returns from these 
numerous investments, brought failure to these enterprises 
at the end of about two years, and Ross absconded. That 
such criminal practices had been indulged in was due to the 
fact that the officers in charge were inexperienced men who 
knew nothing about conducting an institution of this sort 
and depended almost altogether upon Ross. One of these 
officials had not developed in life higher than that of jani- 
torship at one of the local colleges. The bookkeeping was 
deficient as evidenced by the failure to provide for daily 
balancing of individual accounts. 

A few more of the banks listed in the directory have 
been closed for similar reasons. They were smaller in size, 
in importance, and in the extent of the service which they 
rendered. Attention must be directed here to the number 
of banks which essayed the commercial banking role but 
have failed. 

The writer has been privileged to visit practically every 
large city where a Negro bank is operating and has studied 
the financial statements of many of the banks which have 
not been visited, and he is convinced that there are not more 
than a half dozen banks owned and operated by Negroes, 
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which are actually making even ordinary banking profits 
by specializing in commercial loans. The banks serve 
a useful purpose in promoting thrift and home ownership, 
but this is not commercial banking in the true sense of 
the word. Commercial banks need the support of profit- 
ably operated business enterprises. And it must be ad- 
mitted that up to this time a sufficiently large number of 
well established businesses among Negroes are not found 
in many of the cities. Therefore, we do not find many 
Negro banks actually making money in this field. Herein, 
however, are presented the latest financial statements of 
several of the large banks owned and operated by Negroes, 
which, if we judge from these reports, are in sound financial 
condition. 


VIII. OUTSTANDING NEGRO BANKS IN THE UNITED STATES TODAY 


It is remarkable that in spite of all that has been said 
and done a few of these institutions have lived and others 
have sprung up to carry the work forward. For example, 
the Citizens Savings Bank and Trust Company of Nash- 
ville, Tennessee, recently observed its twenty-five years of 
banking success with a celebration called a ‘‘Silver Jubilee’’ 
on January 16, 1929. The present officers are: H. A. Boyd, 
president; W. J. Hale, first vice-president; W. C. Shef- 
field, second vice-president; J. C. Napier, cashier; A. G. 
Price, assistant cashier; and Preston Taylor, chairman of 
the executive committee. This institution in cooperating 
with the Peoples Savings Bank and Trust Company is 
serving a useful purpose in that city.* 


“CITIZENS SAVINGS BANK AND TRUST COMPANY, NASHVILLE, TENNESSEE 
Statement as of November 24, 1928 


Resources Liabilities 
Loans and Discounts........ $169,372.36 Capital Stock paid in, Surplus 
Overdrafts ........0--. 000s 517.20 and Undivided profits, less 


nd id.. : 
Bonds and Stocks and Warrants 52,650.00 fdicdoa Descdia bet i eeecane 


JudgementS ......-0 cer ee eee 513.00 Check 6 eect causes av ced 97,567.81 
Furniture and Fixtures....... 11,109.58 Christmas Checks ........... 151.29 
Other Real Est 29.100.00 Overdrafts ....... cece eee 517.20 
er heal Estate .......... , : Cashier’s checks ............ 376.55 
Actual Cash and Due from Certified checks ............. 197.58 
Banks and Bankers...... 87,674.42 poe Dividends........... 107.96 
Checks and Cash items....... 2,778.07 avings DepositS............ 138,963.37 
Time Certificates on Deposit.. 13,350.00 

TOG i655 0064 he 44 R44 pS $303,714.63 TOA 2650¢.0eeuorus ee eax $303,714.63 
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The Mechanic and Farmers Bank of Durham and Ra- 
leigh, North Carolina, is the outgrowth of the large amount 
of cash and capital amassed by the men who successfully 
promoted the North Carolina Mutual Life Insurance Com- 
pany and other related institutions in that state. The guid- 
ing hand of its present president, C. C. Spaulding, has been 
long seen in the progress of this bank. The Corporation 
Commission of North Carolina highly regards this bank 
as a safe and conservatively managed institution. It serves 
as a depository for the large number of worthwhile enter- 
prises in Durham and also in Raleigh where a branch is 
maintained. 

A recent experience may tend to show the real strength 
of this bank. In January 1929, the Raleigh Branch was 
held up by robbers who managed to get away with a con- 
siderable amount of cash. Although insurance covered this 
loss, President Spaulding immediately brought from Dur- 
ham many thousand dollars in cash and marketable bonds 
so as to ward off any run that might have been occasioned 
by the rumor that the bank was robbed and consequently 
short of funds. 

Two banks are also operating in Louisville, and from 
their 1928 reports to the National Negro Bankers Associa- 


MECHANICS AND FARMERS BANK, DURHAM AND RALEIGH, NORTH 
CAROLINA 


Statement as of December 31, 1928 


Resources Liabilities 

Loans and Discounts ........ $538,756.47 Capital Stock, paid in........ $113,725.00 
Overdrafts ...ccncswsecwcans 969.76 Surplus ......c.e.seeeeeees 15,500.00 
Stocks and Bonds (including Deposits Subject to Check..... 257,056.76 
U.S. Liberty Bonds)..... 33,888.50 Certificates of Deposit........ 65,421.91 
Banking House, Raleigh, N.C. 43,638.90 Savings Deposits ........ ,+e+. 250,961.17 
Furniture and Fixtures....... 29,766.21 Cashier’s Checks, outstanding. . 6,516.21 
Other Real Estate........06. 18,862.64 Certified Checks, outstanding. . 1,128.54 
Cash in Vaults and due from Dividends Checks, outstanding 116.00 
Banks and Bankers ..... 92,943.64 Bonds Borrowed ........... 10,000.00 

All other resources .......... 381.80 Bills payable................ 38,282.33 
TOL 64 <s6 ess shea den wees $758,707.92 TOUR dcatateceeawe av weds $758,707.92 


Resources of the Raleigh 
branch bank, included in 
ADOVO:. 46.44.0655 base Seuer $177,895.01 


The officers of this institution are as follows: Dr. S. L. Warren, Chairman of the 
Board; ©. O. Spaulding, President; E. R. Merrick, Vice-President; Dr. Clyde Donnell, 
Vice-President; Britton Pearce, Vice-President; Dr. W. ©. Strudwick, Vice-President; 
Berry O’Kelly, Active Vice-Pesident; R. L. McDougald, Vice-President-Cashier; Chas. R. 
Frazer, Cashier, Raleigh Branch Bank; J. M. Avery, Trust Officer; J. S. Hughson, 
Assistant Oashier; T. D. Parham, Assistant Trust Officer. 
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tion, which met in that city, we learn that both institutions 
have broadened their service and increased their profits 
by establishing industrial loan departments. Only the state- 
ment of the First Standard Bank, of which Mr. Wilson 
Lovett is president, is here given.** The service which the 
American Mutual Savings Bank is rendering in Louisville 
in none the less valuable. Mention ought to be made of the 
untiring efforts of the first president, Attorney Wright, who 
died a few years after the establishing of this bank. His 
program, however, is being successfully carried out under 
the leadership of the present president, J. O. Blanton. 

The Citizens Trust Company, of Atlanta, has been oper- 
ating since August, 1921. It began as a unit of the Perry 
enterprises and after a rather picturesque existence has 
merged into a real financial institution. It would be diffi- 
cult to explain the difficulties withstood by this institution 
during that long period when the Standard Life and re- 
lated companies were seriously involved. ‘‘This institution 
must have had a soul,’’ says one, ‘‘for it could not have 
withstood the steady withdrawals of deposits and the com- 
mon street conversation to the effect that ‘the Bank is going 
to close,’’’ Yet through it all, no ‘‘Time Notice’’ was put 
on Savings Accounts, and every other demand was met. 
The re-organization of the Citizens Trust Company was 
effected in September, 1927, when a 100 per cent stock as- 
sessment was levied and collected. This action eliminated 


#8FIRST STANDARD BANK, LOUISVILLE, KENTUCKY 
Statement as of December 31, 1928 


Resources Liabilities 
: Capital Stock paid in cash....$140,100.00 
ene i gr Poa ck $440,129.83 cirplus and Undivided Profits. .18,607.04 


Overdrafts, secured and : : 
unsecured .........2.00% 390.02 Deposits subject 
Due from Banks ............ 22,671.36 to check... .$151,653.35 


Cash on Hand.............. 26,787.14 Time Deposits .. 240,029.23 
Banking House, Furniture and Certified Checks. 282.90 
Fixtures ...........000. 18,534.00  Cashier’s checks 
Other Real Estate........... 44,254.96 outstanding 2,689.42 394,654.90 
Other Assets not included under a as 
Unpaid Dividends........... 118,00 
any of above heads....... POOREE iis Payables. +4+..0+tsse0s 7,850.21 
TOU). «44426 204 b6she4 4 aR $556,330.15 TOIL. caw vowed eat eee RK eae $556,330.15 


The officers of this bank are as follows: Wilson Lovett, President; W. W. Spradling, 
Chairman of Board; Bishop Geo. C. Clement, Vice-President; Dr. L. R. Johnson, Vice- 
President; J. R. Ray, Cashier; L. T. Phillips, Assistant Cashier. 
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old stockholders who had not paid the assessments and also 
gave the institution a new financial start under the control 
of the National Benefit Life Insurance Company, which 
naturally came into possession of this bank when it was re- 
organized.“ 


Out of the numerous efforts at banking in Norfolk has 
emerged one institution which seems to be making headway 
in the financial world. This is the Metropolitan Bank and 
Trust Company of which W. M. Rich is president. This 
bank had its beginning as the Brown Savings Bank which 
was established by EH. C. Brown, who later figured as a 
financier and promoter of amusements which brought him 
ruin in Philadelphia. Prior to this crash the institution in 
Norfolk was reorganized under a’ new name and committed 
to other hands. The Metropolitan Bank and Trust Com- 
pany not only maintained its high standing during the post 
bellum slump in business about 1921 but prevented the 
wreck of the Tidewater Bank and Trust Company of that 
city by guaranteeing its deposits at a tremendous cost to 
this public spirited institution. 

Two banks of Washington deserve mention here. The 
first of these, the Industrial Savings Bank, was opened for 
business over fifteen years ago with deposits then of 
$2,235.40. John W. Lewis, the founder and first president 
was an unusual character, truly remarkable for his ability 
to organize men and money. With an all too little school 
training, he had a natural talent of high degree for commer- 
cial and high financial developments. He associated in 


4 STATEMENT OF CONDITION CITIZENS TRUST COMPANY 
As of December 31, 1928 


Resources Liabilities 

Loans and Discounts......... $113,276.12 Capital Stock ...........-.-. $120,000.00 
U. S. and Other Bonds Owned 15,275.71 Surplus and Undivided Profits. .26,498.32 
Banking House and Lot...... 65,000.00 Reserve Funds ............- 8,600.00 
Furniture and Fixtures ...... 22,500.00 Cashier’ 1.148 73 

Other Real Estate Owned..... 38,157.62 ashier’s Checks ..........+-- ,143. 
a laa and a from Certified Checks ............. 176.75 
BBR LeXDP EOE Ser Te: aapagss Bok wees es 188,240.67 

Ets.) isn ce eon e ewes 86,615.70 ee : 

Overdrafts ...........0.000- None ills Payable ........-..+--: one 
Other Resources ............ 4,162.82 Other Liabilities ............ 328.50 
OtAl 422.6 640.4044 SS ae $344,987.97 Total née $0 6 ba Sw ware ew Oe $344,987.97 
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opening this bank with a group of men from the ranks of 
laborers and mechanics, and no other institution has been 
more generally recognized as the ‘‘Bank of the People.”’ 
The last report*® to the Comptroller of Currency shows 
$465,209.10 in deposits. William A. Bowie, the popular and 
efficient cashier, shares with the founder full credit for the 
organization and development of this institution. 

The steady growth of the bank has so impressed the 
stockholders that a regular campaign has been launched to 
increase the deposits to a million dollars and thereby in- 
crease the power of the bank for service in the field of 
thrift and industry. To carry out this new program, Mr. 
W.H. C. Brown, formerly of the Brown Savings Bank and 
the Metropolitan Bank and Trust Company of Norfolk, and 
the Crown Savings Bank of Newport News, Virginia, has 
been elected president. Mr. Walter S. Carter, the retiring 
president is now chairman of the board of directors. 

Desiring to provide additional facilities of credit for 
the increasing number of Negro business men in Washing- 
ton, another group of enterprising men in this city set out 
five years ago to establish a commercial bank. They met 
with the same sort of discouragement which other such ef- 
forts encountered, but they earnestly labored until they 
raised sufficient capital to meet the requirements of the 
law for financial institutions of this type and opened the 
doors of what is now the Prudential Bank under United 
States Government supervision. Since then its history has 
been an upward climb until it is now pointed to as one of 
the important assets of the race. $92,320 of the $100,000 
capital stock allowed has been paid and $8,015 subscribed 
for. The deposits have increased from $43,000 the first 


4 REPORT OF CONDITION OF INDUSTRIAL SAVINGS BANK 
As reported to the Comptroller of Currency, December 31, 1928 


Resources Liabilities 
Cash Reserve ..........+06: $ 72,578.04 ‘ 
Real Estate and Collateral Loans 156,753.41 Capital Stock ... ee ee $ 50,000.00 
Bond Investments............ 265,070.50 Surplus and Undivided Profits 15,051.76 
Banking House and Furniture Deposits ........ cc cee eee 465,209.10 
and Fixtures .......... 35,858.91 
$530, 260.86 $530, 260.86 
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month to $325,107.60 in February, 1929. The surplus has 
increased beyond $12,000 and the management is making a 
strenuous effort to bring it up to $25,000 by the end of 
the year. Such appeals from this institution have been 
heeded generally by the Washington public because of its 
increasing confidence in the men who are managing this 
institution. The president, who has served in that capacity 
from the very beginning of the bank, is John R. Hawkins, 
a man of ripe experience as a practical educator, and the 
Financial Secretary of the African Methodist Episcopal 
Church. Associated with him as vice-presidents are Dr. 
A. M. Curtis and Dr. P. W. Price, both prominent physi- 
cians of Washington, and Mr. Thomas Walker, an attorney 
of high standing in the city. Mr. Edward Baker 1s the 
cashier, and Mr. Joseph H. Greene is the assistant cashier.” 


Here, a fitting tribute ought to be paid to the man who 
by persistent effort, sacrifice, and hard work organized and 
safely steered the Binga State Bank from a small institu- 
tion dealing mostly in real estate to a strong intrenched 
commercial bank. Jesse Binga, unquestionably, is the guid- 
ing spirit of the bank bearing his name. This bank has 
been an important factor in the Negroes’ acquisition of 
property in Chicago. Its organization marked the first at- 
tempt of Negroes to do a strictly commercial banking busi- 
ness in a Northern city. And from all reports, these efforts 
have been unusually successful. Today with resources of 
$1,752,200.54 the Binga State Bank is able to and does 
play an important role in the banking world. Without 


“STATEMENT OF THE FINANCIAL CONDITION OF THE PRUDENTIAL BANK 
AT THE CLOSE OF BUSINESS, FEBRUARY 7, 1929 


Resources Liabilities 
Loans and Discounts........ $199,125.80 Capital Stock .............. $ 92,320.00 
OWerdraits: ax 6e6-4eks Bae eeees 255.82 Capital Stock Subscription.... 8,015.00 
Boas House Pucsitare aca 136,056.25 Surplus and Undivided Profits 12,000.96 
Fixtures .......ccceceee 72,300.72 Bills Payable .............- 22,500.00 
is es from Banks........ antes Deposits: 66646468 de Ske Mee 325,107.60 
er Resources ............ 021.67 RR 
Accrued Interest ............ 3,446.45 sale ki Ocha " ee 1,075.00 
$461,018.56 $461,018.56 
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doubt, it is one of the leading banks owned and operated 
by Negroes anywhere.* 

The Negroes of Philadelphia are being served by the 
Citizens and Southern Bank and Trust Company. This 
bank was organized November 19, 1920, when R. R. Wright, 
Sr., who for many years had been president of the Georgia 
State Industrial College in Savannah, moved North. In 
Philadelphia, he and his loyal associates safely launched 
this institution which has had a steady growth since its 
organization. This bank, located in a Northern city where 
commercial opportunities are larger, specializes in com- 
mercial loans. More than $100,000 of the working capital 
has been invested in call loans to responsible individuals 
and corporations. With nearly a half million dollars in 
assets, this bank is seemingly doing a worthwhile work in 
the ‘‘city of brotherly love.’’* 

Most of the banks whose statements have been cited are 


“BINGA STATE BANK, CHICAGO, ILLINOIS 
Statement as of December 31, 1928 


Resources Liabilities 

Loans and Discounts....... $1,055,223.07 Capital ...........0 eee eee $ 200,000.00 
Bonds, Securities, etc. ...... S27, 0C7.9T —Burplis .4os4 oye ean vwwe was 45,000.00 
Bank Premises, Furniture and Undivided Profits .......... 22,439.48 
Wixtures ...secceenese 122,489.99 Unearned Discount ........ 1,437.46 
Accrued Interest Receivable. . 11,874.45 Reserved for Interest....... 8,236.14 
Coupons Receivable ........ 701.00 Dividends Unpaid .......... 406.50 
Cash and Due from Banks.. 334,864.06 Deposits ...............00. 1,474,680.96 
Total ....... cece eee eee $1,752,200.54 Motel oc iweshatsetouds $1,752,200.64 
mie officers are as follows: — Binga, president; J. R. Marshall, vice-president; 

Chas, H. Clark, vice-president; OC. N. Langston, cashier; I, V. Cantey, auditor. 


“CITIZENS AND SOUTHERN BANK AND TRUST COMPANY 
PHILADELPHIA, PENNSYLVANIA 


Statement of condition as of October 2, 1928 


Assets Liabilities 
Cash, Reserve and Due from : 

Borie ee a $ 73,187.09 Capital ......... pte eee $125,000.00 
Bonds ..........-ce. eee eee 125,995.97 Surplus and Undivided Profits 36,399.16 
Call Loans .............04.. 105,000.00 MReserve for Depreciation, Inter- 
ergs ane: Discounts......... io oS ac Ost, B60. . sss eai wen eeu ues 1,002.13 

ortgage Loans ...........:. : 
Banking House and Equipment 48'000.00 Deposits teen teat e nee e ne ee oe 
Other Real Estate............ 18,000.00 Other Liabilities ............ 811. 
Other Assets ............... 136.0 ee ene 
Total <ccessauvidesewedan $450,782.40 Total ... ccc cee cee eee ee $450,782.40 


The officers of this institution are as follows: R. R. Wright, Sr., president-treasurer ; 
R. R. Wright, Jr., vice-president, secretary; E. W. Thornton, vice- president ; C. 
Wright, assistant secretary; William Newman, chairman of the finance committee; Ray- 
mond Pace Alexander, trust officer. 
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supervised by state authorities. As such, they are not mem- 
bers of the Federal Reserve System which has proved to be 
helpful in solving the intricate credit problems which arise 
in the banking world. To become a member of this system 
a bank must have paid-up unimpaired capital, the financial 
condition must be sound, the general character of its man- 
agement must be satisfactory, and the corporate powers 
exercised by it must not be inconsistent with the principles 
embodied in the Federal Reserve Act. On becoming a 
member the bank must use six per cent of its capital to pur- 
chase stock in the Federal Reserve Bank of that district. 
The system comprises twelve districts. ‘Three per cent, 
or one-half of this subscription is payable in cash at once, 
while the other is subject to payment on demand. 

There are certain advantages to be had when a bank 
ig a member of the Federal Reserve System, the most 1m- 
portant ones being the power to rediscount, the right to 
receive cumulative dividends on the Federal Reserve Bank 
stock at six per cent, and the right to obtain the services of 
the Federal Reserve System to act as correspondent, pur- 
chaser of securities, and as advisor on the general business 
conditions throughout this country and abroad. The re- 
discount privilege is indeed an advantage, for if a member 
bank has $50,000 worth of notes on hand it can rediscount 
these at the Federal Reserve Bank and get credit for the 
same, provided it has the proper reserve and complies with 
the other regulations. 

It is not to be inferred here, however, that only the mem- 
ber banks are safe and sound. Only two or three banks 
which are owned and operated by Negroes are members 
of the Federal Reserve System. The Douglass National 
Bank, without a doubt, is the leader in this field. Its suc- 
cess can be attributed to the farsight and genius of Anthony 
Overton, the founder and president. The original money 
necessary for the organization of this bank was made from 
the successful operation of the Overton Hygenic Company. 
The latest statement of this bank shows that more than 
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$2,000,000 in resources have been accumulated for the 
protection of depositors. It has the largest amount of 
resources of any of the banks which are owned and operated 
by Negroes in the United States. Necessarily, this institu- 
tion specializes in commercial loans. The close supervision 
of Federal authorities prohibits the investment of the work- 
ing capital of this bank in realty loans which are encouraged 
by most banks supervised by State authorities.” 

This bank and the Binga State Bank, both of Chicago, 
are the most representative commercial banks which are 
owned and operated by Negroes. The commercial banking 
which these institutions are doing will bear the close scru- 
tiny of Federal and State examiners. Business trained and 
experienced bankers are employed for the safe and proper 
conduct of the affairs of these banks. 

Other commendable efforts could be included here, but 
space will not permit a further display. As has been in- 
dicated, only a few banks which are owned and operated 
by Negroes are profitably doing a commercial banking busi- 
ness. Most of them are savings institutions which promote 
thrift, home ownership, and the buying of safe securities. 
And loans to such persons are not so profitable as those 
made by white banks to successful business men. The 
Negro borrowing to purchase a home generally removes the 
funds from the Negro bank to meet an obligation with a 
firm which immediately deposits it in a white bank. When 
a white man secures a loan at one of his banks the transac- 
tion, as a rule, merely involves an item of bookkeeping in 
givng some other depositor credit for the amount which 


© Resources Liabilities 

a as Discounts ....... $ 888,709.74 Capital Stock ............ $ 250,000.00 

VErdraltS 2... cece e eer eeee 71.18 Qurplus ........cceccecees 60,000.00 
U.S. Bonds and Securities. . 276,090.60 lanl ae d Profit 9216.66 
Other Stocks and Bonds.... 323,433.73 Eee rece ie une ante eee oo 
Accrued Interest Due ...... 41,264.13 Unearned Discounts ........ 2,964.82 
eee Furtniture and : Circulation ...........0... 225,300.00 

TREULER: 6444 cane ad ears 367,260.18 . 

5 per cent Redemption Fund 12,500.00 Deposits: Pete ee eee ees 1,458,779.83 
Cash and Due from Banks... 198,702.74 Other Liabilities .......... 105,367.81 
Other Assets .........00.05 3,596.82 

Ota) sclinc ewe aweleeea-«u $2,111,629.12 DOA) g2ve eh: eetawe beens $2,111,629.12 


_ The officers are as follows: Anthony Overton, President; R. R. Jackson, Vice-President ; 
rae H. Lewis, Vice-President; Arthur J. Wilson, Cashier; Theodore A. Roane, Assistant 
ashier. 
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never leaves its vaults. The white bank, then has the ad- 
vantage of loaning and reloaning the same money again and 
again. Some Negro banks, however, seeing a chance for a 
more profitable use of their money, have recently been won 
over to the making of industrial loans. We shall see be- 
low what movement has encouraged these banks to broaden 
their service and thereby increase their profits. 


IX. THE ESTABLISHMENT OF INDUSTRIAL BANKS FOR NEGROES 


For more than a century, the State and Federal regula- 
tions for commercial and savings banks have prohibited the 
lending of money on a large scale to individuals, small 
tradesmen, clerks, and wage earners. Statistics show that 
only fourteen of every one hundred persons can qualify 
today at orthodox commercial banks for loans. Industrial 
workers who wished to borrow money from banks and who 
did not have marketable collateral were flatly refused. 
Single name paper, of course, was not particularly attrac- 
tive. But since ‘‘character is the basis of every good loan,’’ 
a great field of loan activity was being neglected by these 
commercial banks in refusing loans to ordinary wage 
earners. 

Systems were being evolved whereby loans could be 
made on the basis of character and earning power. Of 
course, the amount of money which these wage earners were 
qualified to borrow was dependent upon their current earn- 
ings. These loans also have been considered wise only 
when the money is used for helpful or constructive pur- 
poses, and when the repayment of the loan can be arranged 
so as to match the borrower’s current earnings. 

At any rate, these industrial loan companies were or- 
ganized to cater to a neglected class of borrowers. Institu- 
tions of this type have for more than a century figured 
conspicuously in banking among European countries. In 
the United States, they had not made much progress before 
1910. One company alone today, however, operates more 
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than a hundred industrial banks in the metropolitan centers 
of the United States. 

Among Negroes, the Peoples Finance Corporation of 
St. Louis, Missouri, was the first industrial bank organized 
to cater to these neglected wage earners. This industrial 
bank was established in October, 1922, by the late Geo. W. 
Buckner, Daniel W. Bowles, Chas. E. Herriot, E. L. Harris, 
and other far-sighted business and professional men of St. 
Louis, who saw the need for a bank which would serve 
better the purposes of the industrial classes. They also be- 
lieved that opportunities for buying property, paying taxes, 
interest notes, insurance premiums, and other necessary ex- 
penses could be met by extending credit to borrowers whose 
paying habits were unquestionably good. Year after year 
this industrial bank has grown in size and importance un- 
til its capital is $200,648.08 and its surplus and reserves 
$56,312.09. Today it is the leader in this field among Ne- 
eroes with resources to the amount of $537,385.37.°° It has 
also been the inspiration for the establishment of two other 
industrial banks among Negroes in St. Louis as well as the 
organization of industrial banks in Cleveland, Detroit, Kan- 
sas City, Newark, and many other large cities where Ne- 
groes are making progress. That these institutions supply 
a pressing need is attested by a statement of C. C. Spauld- 
ing, president of Mechanics and Farmers Bank, a commer- 
cial institution, that ‘‘on account of lack of commercial 
enterprises among Negroes, industrial banks and building 


SFINANCIAL STATEMENT OF THE PEOPLES FINANCE CORPORATION 
OF ST. LOUIS 


Resources Liabilities 
DASH «iene eatheate botbea saad $ 4,722.80 yf : 
Bonds ‘ond "Sosuitless 220207 B00 00 Ae ee eee 
Loans in Force ........-.-.- 180,457.27 Rediscounts ...........2..5. 3,750.00 
Accounts Receivable ......... 875.74 Dividends Payable oa deat Saas Sl 1,343.90 
Treasury Stock ............. 70.00 Mortgage on Building ....... 170,000.00 
Fecal Estate oes s essere sees 831,648.59 Capital ....... eee eee ee eee 200,648.08 
ee ee 15,980.10 Surplus and Reserves........ 35,990.11 
opyrightSs ........e0 ese eeee : : ots : 
Prapaid Chavecs .....5, 00. 630.87 Reserves for Depreciation .... 20,321.98 
TTOEAN. ~s:c0 tw SG o h-hh ee a ce Se $537,385.37 DOCG) cn a08 kay oes eee eek $537,385.37 


The officers are: Chas. E. Herriot, President; J. E. Mitchell, Vice-President; 
W. H. A. Barrett, Vice-President; Geo. H. Anderson, Secretary; Edw. UL. Grant, 
Assistant Secretary; E. L. Harris, Treasurer; Daniel W. Bowles, Chairman, Finance Oom- 
mittee and Counsel; Arnet G. Lindsay, Vice-President and Manager. 
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and loan associations are better adapted to Negroes than 
commercial banks.’’ With more than a half million dollars 
in resources, the People’s Finance Corporation, of St. Louis, 
is rapidly reaching the place where it can adequately meet 
the pressing demands for credit among qualified wage 
earners. 

Encouraged by the phenomenal success of such institu- 
tions, many of the commercial banks not only among 
Negroes but also among whites have either established in- 
dustrial loan departments or have organized subsidiary 
corporations to cater to the neglected wage earners. This 
movement was given unusual impetus and importance when 
the largest bank in the United States** announced in May, 
1928, that after more than a century their policy of limiting 
loans to qualified commercial borrowers had been broadened 
so as to lend money to the industrial worker, the clerk, 
and all qualified wage earners. Time alone will tell to 
what extent this movement will be carried into strictly com- 
mercial banks and of its effect on existing industrial banks. 


X. THE DUNBAR NATIONAL BANK FOR NEGROES 


Nothwithstanding this movement for industrial banks, 
the establishment of the Dunbar National Bank in New 
York City by the Rockefeller interests, September, 1928, 
represents the most recent financial opportunity for Ne- 
groes. For many years, Negroes of this metropolis have 
been attempting to organize a bank which would supply 
their needs, but many obstacles have been encountered in so 
doing. The rigid bank requirements of New York State 
were never met by the many promoters who essayed this 
role. 

Realizing the dire need of Negroes for banking accomo- 
dations and knowing also that the establishment of a bank 
for the 100,000 Negroes of New York would be a profitable 
venture, the Rockefeller interests formed the Dunbar Bank 
in New York City. And although the Negroes of this me- 


&t National City Bank of New York City. 


This content downloaded from 
66.208.32.148 on Sun, 03 Sep 2023 19:30:31 +00:00 
All use subject to https://about.jstor.org/terms 


Tur Necro 1s BanxKING 199 


tropolis cannot yet point with pride to a bank which is 
owned and operated by Negroes, they have a just pride in 
the Dunbar Bank which is organized and operated for them. 
At present, one Negro, R. C. Bruce, is a member of the 
board of directors. Two other Negroes, Fred R. Moore and 
Robert R. Moton, have recently become members. As 
time goes on many other Negroes, according to the present 
president, will be placed in positions of responsibility. Ne- 
groes are now employed as tellers, clerks, bookkeepers, and 
typists. To say the least, these opportunities are valuable 
in that they afford an experience for these employees to 
learn the banking business from a most dependable source. 
As they gain experience and become informed along bank- 
ing lines, they branch out elsewhere for themselves. 

The total resources of this bank amount to $1,893.554.77, 
admittedly an adequate amount to protect depositors. Most 
Negroes have confidence in this organization. They 
have expressed their faith in the bank by changing their 
accounts from those with which they have been dealing for 
years. White depositors have also availed themselves of 
this new opportunity to save their money and invest their 
surplus funds. According to their most recent report, 
$757,440.27 has been placed in the Dunbar Bank for safe- 
keeping and investment. 

By being a national bank, this institution has become a 
member of the Federal Reserve System. It is attempting 
to render a personal service to depositors, urging them to 
be thrifty, to buy property, and buy marketable bonds. Al- 
ready several promotions have been made in the personnel. 
Along with the personal service which is being rendered, 
the financial development and advancement of the Negro is 
receiving much momentum in New York City. 

The advisability of establishing such an institution for 
Negroes, however, has been seriously questioned by some 
Negroes as well as by whites. The advantage of Negroes of 
having the Dunbar Bank organized for them has also been 
discussed pro and con. It ought to be said, however, that 
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already the Negro has been the chief beneficiary of these 
efforts of the Rockefeller interests. At the same time, the 
promoters of this bank are receiving their due compensa- 
tion, a fair return on their investments. As time goes on we 
shall probably know the real value of this bank to Negroes 
for whom it was organized. 


Summing up all of these banking efforts for and by 
Negroes, the writer draws the following conclusions: 

1. That the first efforts of Negroes to lend money and 
do a private banking business were successful but inade- 
quate for the needs of the people. 

2. That the mutual and cooperative efforts of Negroes 
before the Civil War were steps in the right direction, 
but they died natural deaths when war intervened. 

3. That the attempts of military authorities and other 
friends of the Negro to establish banks were encouraging 
and beneficial to the freedmen as well as to the free persons 
of color. 

4. That the so-called governmental aid which was given 
in establishing the Freedmen’s Bank proved to be an almost 
insurmountable obstacle for the Negroes who later at- 
tempted to organize banks of their own. 

5. That the pioneer efforts of Negroes to establish pri- 
vate banks from 1888 to 1900 were short lived and very 
unsuccessful. 

6. That those banks which were the outgrowth of fra- 
ternal societies bearing their names made rapid progress 
and were assured of lasting success had they been honestly 
and efficiently managed. 

7. That the revival of interest in the establishment of 
more commercial banks from 1900 to 1910 is deserving of 
commendation because the banks which were then estab- 
lished played important parts in the Negro’s acquisition 
of property, particularly in the South. 

8. That the present situation of Negro banks definitely 
shows that only a few of them are successfully engaged in 


This content downloaded from 
66.208.32.148 on Sun, 03 Sep 2023 19:30:31 +00:00 
All use subject to https://about.jstor.org/terms 


Tur Necro in BANKING 201 


the commercial banking business because of the fact that 
there are not enough Negro commercial enterprises to sup- 
port these institutions. 

9. That the largest and most profitable field for bank- 
ing service for Negro institutions is unquestionably the in- 
dustrial loan field, which up to this time has been seriously 
neglected. 


These conclusions are the result of much study, close 
observation and practical experience in the field of banking. 
T'o many persons, such a study may be discouraging because 
of the large number of failures which have been noted. But, 
it must be remembered that the actual life of a bank is 
not more than twenty-five years. Hither by merger, re- 
organization or some other engulfing, banks after this time 
generally lose their original identity. All of this informa- 
tion is being brought together not to embarrass, certainly 
not to discourage those who will be patient enough to read 
this treatise, but that the lessons which surely have been 
learned from the unsuccessful operations of Negro banks 
may prove helpful and beneficial to Negro men and women 
who dare enter the field. 

Arnett G. Linpsay 
Vice-President and Manager of the Peoples 
Finance Corporation 
St. Louis, Missourt 
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